The major difference between rats and people is that rats learn from experience.
The urgency of cost reduction is compelling. Senior leaders who fail to act, hoping better times will come, do so ill-advisedly. In a survey of 525 CEOs, the American College of Healthcare Executives (ACHE 2010) reported that CEOs' top three concerns are financial challenges, healthcare reform implications, and care for the uninsured, all of which point to the urgency of improving organizations' cost positions. While senior leaders have faced the need to reduce costs for many years, the compelling factors have never been more urgent. El Camino Hospital CEO Ken Graham (2010) observes, "As insurers bundle, we expect a 10 percent to 15 percent decrease in reimbursement rates." Thirty-one states project budget shortfalls greater than 10 percent at the same time that Medicaid enrollment is expected to climb 5.4 percent (Von Drehle 2010). A Pew Center (2009) analysis found that state budget shortages average 12 percent, and California tops the list with a 49 percent imbalance. The reasons for concern and immediate attention are compelling, to say the least.
Approach to the Analysis
The authors used a three-phase approach to create the content for the analysis.
Introduction
In Toy Story 3, Andy, as he is packing for college, is asked by his mother, "What are you going to do with all these old toys?" Realizing he can only take one toy with him, Andy selects Woody, choosing to donate the remainder to a day care center. Why Woody? In Andy's words, the faithful cowboy toy is the one toy who is always there for you, always consistent, never wavering, always dependable to stand by his convictions, regardless of circumstance, hardship, or peril.
As this article will reveal, this same vital characteristic emerged from the 2010 findings of detailed analysis of 42 organizations through senior leadership interviews and site visits and our 2008 study of over 200 US hospitals' cost performance analyses ). Senior leaders of topperforming organizations exhibit an unwavering, consistent, and disciplined approach to strategy achievement, goal-setting, implementation, and ownership of the organizational change model used to extract costs. During the course of this article we will examine the following:
• The database description of the 37 healthcare organizations that produced almost $200 million in validated costs • Affinitized groupings of the 16,952 manager-implemented changes that achieved these savings by type of savings, magnitude of savings, and so on • How the 17 top-performing organizations achieved results and, of the 25 "non-starter" organizations, what factors led to their lack of results • The "take-home" value-what assessments and interventions readers might apply in their own organizations The urgency of cost reduction is compelling. Senior leaders who fail to act, hoping better times will come, do so ill-advisedly.
However, because the changes follow department size and budget composition, they cannot be used to determine what differentiates top performers from nonstarters. Non-starters may know what needs to change; they simply do not possess the factors that drive successful change.
then exhaustively analyzed for trends by department/cost center, type of cost (e.g., salaries, supplies), type of department, magnitude/impact, and so on. The demographic characteristics of the organizations were as follows: • 55 percent were part of a multiinstitutional health system. • 29 percent were classified as academic/teaching. • 5 percent were critical access hospitals. • 8 percent were unionized. 2. We reaffirmed the findings from our previous analysis of over 200 healthcare organizations Caldwell, Butler, and Poston 2009 ). 3. We performed interviews and selected site visits (in some cases, more than one site visit) with 42 healthcare organizations derived from the database above, past relationships, and literature review of successful cost initiatives. To discern the differences between topperforming organizations and nonstarter organizations, the database was divided into high performers and low performers. Seventeen organizations were represented in the top-performing group.
Specific Areas of Cost Reduction
Exhibits 1 through 4 break down the $188 million saved within the 45 departments tracked by various categories. As would be expected, a department's impact is directly proportional to the department's size in relation to the organization, except in the cases of human resources (HR) and education. Regarding impact areas, it is no surprise that revenue cycle/coding and staffing heads the list. vided a much richer differentiation than leadership alone.
Beliefs of Non-Starters
Non-starters offer a well-rehearsed litany of reasons for their poor performance.
• Too much focus on analysis and too little on implementation. Non-starters seem to get bogged down in arriving at the perfect analysis, unwittingly causing delay after delay. An unintended consequence of this analysis paralysis approach is that the most important audience-top performing managersbecome frustrated and tune out, while low performing managers fuel the fire.
Success Techniques of Top Performers
We rarely found that all the senior leaders in a top-performing organization were themselves top-performing leaders, nor did we find that all senior leaders in non-starter organizations were themselves non-starters. That is, we discovered variation in leadership competencies among the senior leadership teams in both groups. Certainly, the collective competencies of the entire teams determined the direction of each organization's performance, but leadership was not the defining characteristic. Factors such as structure, prioritization, goal setting, use of data, and organizational culture pro- 
Characteristics of Top Performers
So what separates top performers from non-starters? Senior leaders stay focused on the required strategic objectives and the game plans they have created to get there. The differences between top performers and non-starters can be attributed to four differentiators, all of which are nondelegable responsibilities of senior leaders.
Speed
Top-performing senior leaders value speed of implementation as their ultimate competitive advantage. The main competencies exhibiting speed are goal setting, depth of goals, and use of data.
Speed of Goal Setting
While their non-starter counterparts dwell on the available data, question its validity, seek additional analysis, and hold numerous meetings, top performers are quick to establish the metrics for success. In many cases, we observed a somewhat looseygoosey approach to progressing very quickly through the goal-setting process, a tendency to accept that "good is close enough" and perfect might be elusive. In two of the organizations we studied, rather than argue whether the financial comparative benchmark was 100 percent accurate, senior leaders acknowledged that the comparisons were flawed but asked, "How far off are these benchmarks? Are they 50 percent off? Are they 25 percent off?" When a consensus concluded that no data were 50 percent off, 50 percent gap • Fear. Non-starters seem to have a disproportionate fear of change. Top performers face fears, but they do not allow them to stand in their way. Frequently expressed reasons to delay the implementation of new processes include fear of physician reaction, fear of nursing resistance, fear of criticism from the board or community, and fear of insufficient knowledge. • "The timing isn't right." Non-starters are immobilized by other priorities. For example, a non-starter might make an excuse such as, "Well, you know, The Joint Commission is expected in the next month or two." These senior leaders are aware that only a handful of managers are fully invested in Joint Commission work and that a wiser course of action would be to exempt this handful of managers while moving ahead with all other managers, but total inaction prevails in the end. So it goes with any number of other priorities. Top performers, on the other hand, seem able to balance a myriad of complex priorities, exempting certain managers from one activity or another as the need presents but moving forward with speed nonetheless. • A culture of "no." Non-starters exhibit the interesting observation that everyone has the right to say no, but no one has the right to say yes. This seemed particularly true in academic organizations. • A belief that six months doesn't make a trend. • Belief in salvation from outside (i.e., higher reimbursement). • Hope.
• Looking for perfect data or the perfect benchmark. Non-starters continue to question the relevance of an outside doing these comparisons each year for several [years] in a row, the methodology became a bit stale." At Mercy Health System Scranton, CEO Kevin Cook (2010) observed that "benchmarking was the keeper of the status quo." In their landmark book In Search of Excellence, Peters and Waterman (2004) found that top performers favor a bias toward action. Our analysis of the 16,952 change database producing $188 million support this contention statistically. As Exhibit 5 illustrates, the organization-wide impact rises proportionately as the number of manager changes increases. Therefore, setting action goals-for example, number of manager changes per month at two per month-is highly predictive of success, while failing to focus adequately on implementation means a risk of nonstarter status.
Speed in Use of Data
Top performers exhibit a better ability to discern how much data is adequate to launch improvement plans than their non-starter counterparts. Non-starters are closure became the goal, and it was nonnegotiable, with action plans due that day. This 50 percent gap closure observation was one of many surprises. We expected to find that top performers set stretch goals and held managers accountable to them. Instead, we found that top performers set speed to implementation above the aggressiveness of the goal and centered their interventions around implementationoriented tasks.
Limited Use of Benchmarking
Very few leaders set goals at the department level, opting instead to set manager expectations around the number of required changes per month. Most set and communicated a CEO-level goal, but they did not break these goals into VP-level or department-level goals. Kurt Stuenkel (2010) , chief executive officer of Floyd Medical Center in Rome, Georgia, observed that their financial benchmarking process, as a key driver of sustainable cost improvement, had largely exhausted itself. "Floyd succeeded with benchmarking in the late 1990s and early 2000s, but after not deserve praise, senior leaders in top-performing organizations commented on the positive aspects of the action plan or ideas as opposed to its weak components. We observed this behavior in one-on-one meetings and in group meetings. Senior leaders in non-starter organizations, on the other hand, pick through the action plan ideas, providing instruction and guidance about the idea. On the surface, this practice appears instructive. However, its effect on manager confidence over many occurrences is demonstrably devastating. We observed that top performers do critique and counsel, but the timing of the critique makes all the difference. The first pass on an action plan or idea review produces praise, which builds confidence and selfesteem, but a few hours or days later, a senior leader will revisit the action plan or idea and offer suggestions for improvement. The sequencing of interaction is subtle, but its impact on building manager confidence cannot be understated.
The Expectation of CrossDepartment Collaboration
We found evidence of collaboration in both top performers and non-starters, but the difference in its application was profound. Top-performing organization leaders recognize that the most profound changes occur in the handoffs between care processes and support processes, so they establish mechanisms that foster collaboration between department managers. They also communicate their expectation of collaboration and participation. However, they still hold individual managers or vice presidents accountable for implementation. This is where non-starter determined to find the perfect data before they begin to plan. Top performers ask, "Do we have adequate data to begin?" and do not allow imperfections to stall action plans. This is not to imply that we observed haphazardness, laziness, or mediocre data. Rather, once a critical mass of usable data becomes available, top-performing senior leaders expect that action will immediately be taken on that data, while data analysts correct unusable or inaccurate data.
Building a Culture of Accountability
Another key differentiator we observed between top performers and non-starters was cultural in nature. Our observations regarding certain actions and behaviors of senior leaders, such as building confidence and self-esteem and fostering a collaborative rather than a siloed approach to improvement, led us to some unexpected conclusions.
Building Manager Confidence and SelfEsteem Versus Correction and Criticism
Top performers seek to build managers' confidence and self-esteem. It took several months of observation and discussion for the importance of this behavior to become apparent. Top-performing leaders undoubtedly recognize this important cultural variable and seek to continually raise manager confidence. Here's the surprise: When a manager in a non-starter organization presents an action plan, a budget proposal, a creative idea, a task force recommendation, or almost any piece of work, the senior leader goes into critique mode. The following list highlights some techniques and behaviors we observed.
• Even when reviewing initial or draft action plans for which managers did change idea may be unworkable for many legitimate reasons. However, this is where the difference begins. In top-performing organizations, the mindset (which is sometimes overtly stated and sometimes only a cultural characteristic) appears to be that the status quo is not an option. 
Relationships Built on Trust and Integrity
Top-performing organizations exude trust. You can almost feel it-among managers, among physicians, among board members, among all key stakeholder groups. Non-starter organizations exhibit non-organizations often slip up. Non-starter organization leaders use collaboration as an excuse for failure to implement an action plan; the finger-pointing that occurs in non-starter organizations is not accepted in top-performing organizations. This practice is among the most prevalent reasons multi-institutional system task forces fail at implementation.
The Critical Role of Nursing
As one might expect, the central role of nursing emerged as a clear differentiator between top-performing organizations and non-starters. Nursing was a front-running leader of the cost initiative in only one of the organizations we studied, but nursing was an active, willing, collaborative participant in each of the top performers. In fact, lack of engagement by nursing leaders is an early predictor of failure. Sarah Sinclair (2009) , chief nursing officer of the Cleveland Clinic, believes that the centrality of nursing will be even more vital in the more complex next generation of cost-cutting, and we agree. From a nursing prioritization perspective, all the organizations we observed were pressed with multiple objectives-The Joint Commission, IT implementation, Magnet, clinical improvement activities, and so on. However, a huge difference between top performers and non-starters is that nursing leaders in top performing organizations seem to rally around the cost imperative rather than seek exemption from it.
The Status Quo Is Not an Option
Another distinct differentiator between top performers and non-starters is the expectation of change. Non-starters cling to the status quo, offering many creative barriers to change. In their defense, a particular In topperforming organizations, the mindset appears to be that the status quo is not an option.
pared with their non-starter brethren in two vital arenas-the structure of accountability and the effectiveness of four distinct senior leader roles. The change literature and traditional education encourages us to believe that cultural transformation must precede any implementation transformation. We found this presumption to be invalid. In more than one case, we saw a self-declared non-starter organization progress to top performance in 100 days because the structural components outlined in the following sections were executed with commitment, diligence, and discipline.
Components of the Accountability Structure
When constructing an accountable change model, top-performing senior leaders sought speed in goal-setting, action plan creation, and implementation. Any delay, even those beyond their control, was considered a failure. While not all organizations followed the exact same constructs, we concluded that replicating the following components will almost guarantee top performance.
• Rather than a yearlong deployment, top performers set shorter implementation and course-correction cycles with a trimester timeframe, which is why in our approach we adopted the 100-Day Workout. • Top performers clearly communicate the objective, complete with metric(s) and milestone dates. • Senior leaders hold a kick-off meeting, usually a half-day to three-quarter-day event at which managers receive the goal statement, required data, education, and specific timeframe to complete draft action plans. A hallmark of supportive talk-about the doctors, about senior management, about almost everyone. This leads to a lack of cohesion around key strategic action plans and appears to be a major cause of delay. Senior leaders of top-performing organizations take no prisoners on this front. They insist on supportive behaviors and do not permit destructive behaviors. And they practice trust-building behaviors. David Jimenez (2009) , retired chief operating officer of Catholic Healthcare Partners and an accomplished financial turnaround specialist, told us a story about a physician meeting that he knew would be contentious. The physicians had been promised many things that were simply beyond the financial capabilities of the organization. Those misperceptions had been allowed to perpetuate for many months and presented a major barrier to collaboration. Jimenez knew that he would have to open the meeting by telling the physicians that the organization could not meet its promises, and he fully expected them to react with anger. He then knew to lay out his alternative plan, which was aggressive, impressive, and believable. And he knew that the conclusion of the meeting would build consensus around the new plan. Senior leaders of non-starter organizations seem unable to suffer the pain of the first two phases of Jimenez's approach, or they lack confidence in the later two phases. Regardless of their reasons, non-starter organizations are hampered at all turns by a lack of trust, whereas top performers enjoy trust as a significant competitive advantage.
An Organization-Wide Accountable Change Model
Senior leaders of top-performing organizations exhibited distinct differences com-slide shown in Exhibit 6 and asked managers if they were experiencing any factors that would prevent them from achieving the goal (Pitman 2010) . Immediately after discussing this slide, managers participated in a breakout organized by vice president to discuss the actions required to completely implement their plans. • Top performers sponsor a disciplined real-time implementation tracking process. Some of these tracking systems are Internet-based, but in other cases, we saw far less sophisticated tools. This suggests that the sophistication of the tracking tool is less relevant than discipline and attention to completion of committed action plans. • Top performers demonstrate an affinity for documenting that a change resulted in a cost center reduction, whereas non-starters are more inclined to rely on subjective attestations. • Some, but not all, top performers use effective lean methods and tools such as lean waste, in-quality staffing, SIPOC structures, and so on, to accelerate or formalize their idea generation activities. However, we did not find that use of lean or Six Sigma differentiated top performers from non-starters. Just as many non-starters as top performers used lean. Top performers simply are better implementers than non-starters.
The purpose of the accountability structure is to ensure that gap-closing interventions occur as early and as often in the process as needed to ensure top performance.
Special Observations Regarding System Performance
An analysis of eight multi-institutional systems, some of them top performers and some of them non-starters, uncovered at least one reason systems sometimes unwittingly set themselves up for failure. The secret to multi-institutional excellence lies in understanding the two components of any effective change model-the idea-generation process (what we refer to as the playbook) and the implementation/ change process. Non-starter system leaders and their lean experts fail to recognize these two distinct elements of change and, with good intentions, take both upon themselves. This approach is not an effective route to system-wide improvement. The best way to stimulate improvement is to foster creativity and construct an agreed-upon playbook for implementation at the system level, but of goal achievement between formal monthly check-in meetings. For example, HCA Terra Haute Regional Hospital CEO Brian Bauer (2010) described a process for ensuring that managers achieve their labor productivity budgets every single month. To assure budget achievement, the CFO conducts three to four predictions during the month based on payroll information month-todate. Managers for whom the estimated end-of-month budget prediction suggested nonconformance receive an e-mail message by 1 p.m. on the date of analysis that gives them until the end of the day to submit a gap-closure action plan. • While none of the senior leaders of top-performing organizations used the construct "if-then," the expectation that managers link a specific change idea to a specific cost center reduction was clearly present. That is, to ensure the reduction of cost center budgets, senior leaders insist that managers work on specific change ideas until cost reduction is evident. We frequently heard terms that showcase this framework, such as "clear line of sight" or "connect the dots." Non-starter organization action plans, on the other hand, contain enough loosely defined cost reduction links to make any reviewer anxious. One non-starter organization had invested almost a full year implementing a new care model to extract over $2 million in costs only to find that no costs were reduced. The primary reason for this lack of success could be traced to the lack of an adequate "if-then" construct at the beginning of the idea. For example, many discharge or emergency department throughput initiatives have an "if-then" weakness.
the entire group of eight. An interesting, but not uncommon, dimension of this case is that two members of the system surgery task force, in separate interviews, expressed great appreciation of the system collaborative, seemingly unaware that investing a year for such paltry promised savings was not a grand accomplishment. Compare the approach described in the previous paragraph with top-performing system thinking. Margaret Lewis, president, HCA Capital Division, an 18-hospital division of Hospital Corporation of America based in Richmond, described an effective performance acceleration structure for all strategic imperatives, not just cost reduction (Lewis 2009; Bauer 2010; Denton 2009) . A vital component of this structure is the availability of credible, timely data supported by a corporate-type effort, with accountability placed squarely on the shoulders of senior leaders within the individual hospital entities. That is, senior leave implementation and accountability for implementation at the local CEO level. Where non-starter system senior leaders and their lean staffs fail is in assuming they can drive implementation. In one interview with an eight-hospital system, we learned that they had organized a surgery improvement collaborative with a crafty-sounding title. At the end of one year, the group had agreed on changes anticipated to save just under $500,000 across the system-just over $50,000 per organization. However, one hospital within the system was engaged in another process, spearheaded by the CEO and CFO, to drive out costs. The surgical services supervisor at this hospital, who was also part of the system collaborative, had logged almost $250,000 in CFO-validated savings all by herself; compare this with the yet unrealized $500,000 savings promised by implementation by assigning entity CEOs to head the various system-sponsored task forces. During the interview, the system executive vice president expressed frustration at how little the task forces had achieved. The reason was not lack of competence on the CEOs' part, but rather that system task forces are not an adequate replacement for local CEO accountability. Exhibit 8 summarizes the structure, characteristics, culture, and behaviors of top performers and non-starters. leaders in top-performing systems recognize that an effective change model encompasses an idea-generation process resulting in a system-sponsored playbook, best assigned to corporate lean staff, followed by an accountable implemen tation process, best assigned to entity CEOs.
Exhibit 7 highlights the differentiation between the role of system offices and the role of entity CEOs.
One non-starter system presumably believed it had solved the problem of entity Senior leaders in top-performing organizations make a conscious effort to build manager confidence and self-esteem and avoid behaviors that suppress confidence. For this exercise, ask each senior leader to draw a line down the middle of a blank sheet of paper, labeling the left side "Builds manager confidence" and the right side "Suppresses manager confidence." Give the group ten minutes to record their own and the group's structures, techniques, processes, approaches, and behaviors that fall under each category, seeking to list at least three in each column. Solicit the top influencers in each category and record them on a
The Accelerating Impact of Lean Versus Traditional Manufacturing-Oriented Training
Senior leaders demonstrate a naïveté about the use of quality systems, particularly lean. Senior leaders at top-performing organizations use lean as their tool of choice and give themselves an active role far beyond the "executive champion" role taught in a manufacturing lean approach. Senior leaders in non-starter organizations perceive lean as a set of projects; senior leaders in top performers see lean as a means to achieve strategic outcomes. Non-starters have a tendency to use significantly more analytic tools and fewer implementation-oriented tools. At nonstarters, lean and Six Sigma experts continue to press for tools that fall into the analytic set, such as spaghetti maps, value stream maps, root cause analysis, and regression analysis. Once a first run of analysis is completed, the expert presents the results to the managers, asking, "What additional analysis do you need?" The analysis loop then repeats itself. Senior leaders at topperforming organizations, on the other hand, work diligently to complete the analysis, asking managers, "Do we have enough analysis to begin testing changes while we continue to gather more data?" as opposed to, "Do you want more analysis?" This subtle difference in mindset is crucial. Top performers implement two to five times more changes than their non-starter counterparts.
Self-Assessment and Intervention Exercises
The self-assessment exercises that follow are intended to stimulate senior leader action plans. They are applicable to nonhealthcare organizations as well. In larger Top performers implement two to five times more changes than their non-starter counterparts.
flipchart. Discuss the list, seeking consensus on specific interventions to strengthen confidence-building behaviors and interventions to eliminate or mitigate the negative impact of confidence-killing behaviors. Create an action plan based around the resulting list. Plan to reevaluate and discuss the effectiveness of the action plan in 100 days.
Creating a Bias Toward Action Versus
Analysis Paralysis exercise. The goal of this exercise is to get your organization or division to the point where processimprovement projects are 75 percent implementation and 25 percent analysis. Examine the last ten completed or in-progress projects, whether lean or traditional, including cost reduction initiatives, clinical improvement initiatives, and throughput initiatives. Roughly calculate the amount of time spent in the analysis phase and the amount of time spent in the implementation phase. Share this analysis during a senior leader meeting, recording "What went well?" and "What can be improved?" ideas on a flipchart. Assign accountability to make needed changes and report back to the senior team in 30 days and again in 100 days.
